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OATH OR AFFIRMATION

1, Niels P. Lyng-Olsen , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

DnB NOR Markets, Inc. . as
of__ December 31st ,2006 , are true and correct. [ further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

L/
W\~

?&Esl iDENT

LYNN LING YU Title
f NOTARY PUBLIC, STATE OF NEW YORK
D No. 01YUB106019

- QUALIFIED IN RICHMOND COUNTY
“otar Y %llc MY COMMISSION EXPIRES 02/23/2008

This report ** contains (check all applicable boxes):

O (a) Facing Page.

O (b) Statement of Financial Condition.

[0 (c) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

(0 (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O () Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(| (g} Computation of Net Capital.

L) (k) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O (i) tnformation Relating to the Possession or Control Requirements Under Rule 15¢3-3.

B () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

O (1) An Qath or Affirmation.

LI (m) A copy of the SIPC Supplemental Report.

O (n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17u-5(e)(3).
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PricewaterhouseCoopers LLP
PricewaterhouseCoopers Center
300 Madison Avenue

New York NY 10017

Telephone (646) 471 3000
Facsimile {(813) 286 6000

Report of Independent Auditors

To the Board of Directors and Stockholder of
DnB NOR Markets Inc.

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of DnB NOR Markets In¢. (the “Company”) at December 31, 20086, in
confarmity with accounting principles generally accepted in the United States of America. This
financial statement is the responsibility of the Company's management. Our responsibility is to
express an opinion on this financial statement based on our audit. We conducted our audit of this
statement in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statement is free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial statement, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opiniop.

L{/W%@@AQQ

February 27, 2007




DnB NOR Markets Inc.

Statement of Financial Condition
December 31, 2006

Assets
Cash and cash equivalents $ 9,009,904
Investment banking and advisory fees receivable 1,804,219
Furniture and equipment, at cost (net of accumulated depreciation $36,546) 38,008
Accrued interest receivable 36,812
Taxes receivable 127,363
Prepaid expenses and other assets 22,995
Total assets $ 11,039,301
Liabilities and Stockholder's Equity
Accrued expenses and accounts payable $ 1,268,037
Accrued interest payable 4,886
1,272,923
Subordinated borrowings 10,000,000
Total liabilities 11,272 923
Stockholder's Equity
Common stock 366,366
Stockholder's equity (599,988)
Total stockholder's equity (233,622)
Total liabilities and stockholder's equity $ 11,039,301

The accompanying notes are an integral part of this statement of financial condition.
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DnB NOR Markets Inc.

Notes to Statements of Financial Condition
December 31, 2006

1. Nature of Business and Significant Accounting Policies

Nature of Operations and Organization

DnB NOR Markets, Inc. (the "Company”) is a wholly owned subsidiary of DnB NOR Bank, ASA (the
“Parent”) based in Norway. The Company was formed under the laws of the state of New York on
January 10, 2003 as a Corporation. The Parent owns 100% of all membership interest in the
Company.

The Company is based in the United States and conducts business from its office in New York City.
The Company is engaged primarily in rendering merger and acquisition financial advice, advice
with respect to other financial transactions, and in offering of secunties. The accompanying
financial statements may not necessarily be indicative of the condition that may have existed, or
results of operations, if the Company had been operated as an unaffiliated entity.

The Company is a registered broker-dealer under the Securities Exchange Act of 1934 and is a
member of the National Association of Securities Dealers Inc. (‘“NASD"). The Company was
approved as a broker-dealer and began securities operations on December 9, 2003. The
Company does not carry securities accounts for customers or perform custodial functions relating
to customer securities and, accordingly, is exempt from the provisions of Rule 15¢3-3 under the
Securities Exchange Act of 1934 pursuant to paragraphs (k)(2)(i) of the Rule.

Cash and Cash Equivalents
The Company considers all highly liquid investments with original maturities of 90 days or less to
be cash equivalents. Interest on cash equivalents is recognized as revenue when earned.

Income Taxes

Income taxes are accounted for under the asset and liability method as required under Statement
of Financial Accounting Standards No. 109, Accounting for income Taxes. Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax
bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply
to taxable income in the years in which those temporary differences are expected to be recovered
or seftled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized in
income in the period that includes the enactment date.

Use of Estimates and Indemnifications

In preparing the financial statement in conformity with accounting principles generally accepted in
the United States of America, management makes estimates and assumptions in determining the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the statement of financial condition. Actual resuits could differ from those estimates and
assumptions.

In the normal course of business, the Company enters into contracts that contain a variety of
representations and warranties which provide general indemnifications. The Company’s maximum
exposure under these arrangements is unknown as the contracts refer to potential claims that have
not yet occurred. However, management expects the risk of loss to be remote.

Fixed Assets
Automobile and equipment are recorded at cost. Depreciation on automobite and equipment is
calculated on a straight line basis using estimated useful lives of 2 to 4 years.




DnB NOR Markets Inc.
Notes to Statements of Financial Condition
December 31, 2006

Fair Value

The Company estimates that the fair value of financial instruments recognized on the statement of
financial condition (including receivables and payables), approximates their carrying value, as such
financial instruments are short term in nature,

2. Related Party Transactions

On June 10, 2004, the Company entered into a subordinated loan agreement with the Parent. The
effective date of the agreement is July 15, 2004. The interest rate on the loan is LIBOR plus 50
basis points. The loan will mature on December 31, 2009. As of December 31, 20086, the
outstanding amount on this loan is $8 million with interest accruing at 5.86%. The loan's carrying
value approximates its fair value,

On August 30, 2004, the Company entered into a subordinated loan agreement with the Parent.
The effective date of the agreement is September 29, 2004. The interest rate on the loan is LIBOR
plus 50 basis points. The loan will mature on December 31, 2009. As of December 31, 2006 the
outstanding amount on this loan is $2 million, with interest accruing at 5.86%. The loan's carrying
value approximates its fair value.

The loans have been approved by the NASD for inclusion as equity by the Company in computing
net capital under the SEC's Uniformed Net Capital Rule.

The Company has entered into an agreement with the Parent, whereby the Parent provides the
Company with shared occupancy and administrative including payroll, accounting and cash
management, financial and credit services, purchasing and/or leasing of equipment, record
storage. '

3. Income Taxes

The Company files federal, New York State and New York City income tax returns. The gross
deferred income tax asset of $255,080 at December 31, 2006 results from the differences between
the book and tax basis of depreciable fixed assets and startup costs which are amontized for tax
purposes. In addition, the Company has a net operating loss carry forward of $37,050 for federal
and New York State tax purposes which wili begin to expire in 2026, As it is not more likely than
not the deferred tax asset will be realized, a full valuation allowance has been recorded.

4. Commitments and Contingencies

The Company subleases office space under an operating lease with its parent which commenced
on November 1, 2005 and expires on May 31, 2011. The agreement obligates the Company to pay
the parent 6.58% of the total rental expense.

As of December 31, 2008, the minimum annual rental commitments, subject to escalation based on
increases in certain costs incurred by the lessor, are as follows:

Year ending December 31,

2007 $ 149,393
2008 149,393
2009 149,393
2010 149,393
2011 and thereafter 62247
Total minimum future rental payments $ 659819
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DnB NOR Markets Inc.
Notes to Statements of Financial Condition
December 31, 2006

5. Benefit Plan

The Company instituted a defined contribution 401(k) plan in 2004. Eligible employees electing to
enroll in this plan may receive an employer match of 100% up to 8% of salary or a maximum of
$9,500.

6. Net Capital Requirements

As a registered broker-dealer and a member of the NASD Inc., the Company is subject to the
Securities and Exchange Commission’s Uniform Net Capital Rule 15¢3-1 which requires that the
Company maintain minimum net capital, as defined, of 6-2/3% of aggregate indebtedness or
$100,000, whichever is greater. As of December 31, 2006, the Company had net capital of
$7.593,793, which exceeded the regulatory requirement by $7,493,793,

7. Concentration of Credit Risk

The Company maintains its cash in two financial institutions, which at times may exceed federal
insured limits. The Company has not experienced any losses in such accounts.




PRICEWATERHOUSH(QOPERS

PricewaterhouseCoopers LLP
PricewaterhouseCoopers Center
300 Madison Avenue

New York NY 10017

Telephone (646) 471 3000
Facsimile (813} 286 6000

Report of Independent Auditors on Internal Control Required
By SEC Rule 17a-5

To the Board of Directors and Stockholder of
DnB Nor Markets Inc.

In planning and performing our audit of the financial statements of DnB Nor Markets Inc. (the
“Company”} as of and for the year ended December 31, 2008, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company's internal control over
financial reporting (internal control} as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company's internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission {the “SEC”), we
have made a study of the practices and procedures followed by the Company, including consideration
of control activities for safeguarding securities. This study included tests of compliance with such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g), in
making the following:

1. The periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11);

2. The quarterly securities examinations, counts, verifications, and comparisons, and the recordation
of differences required by Rule 17a-13; and

3. Determining compliance with the exemptive provisions of Rule 15¢3-3.

Because the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the
Company in any of the following:

1. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System; and

2. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related
costs of controls and of the practices and procedures referred to in the preceding paragraph, and to
assess whether those practices and procedures can be expected to achieve the SEC's above-
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mentioned objectives. Two of the objectives of internal control and the practices and procedures are to
provide management with reasonable, but not absolute, assurance that assets for which the Company
has responsibility are safeguarded against loss from unauthorized use or disposition, and that
transactions are executed in accordance with management's authorization and recorded properly to
permit the preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectnves of the practices and procedures listed in the
preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that
there is more than a remote likelihood that a misstatement of the entity's financial statements that is
more than inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that resuits in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first, second, and third
paragraphs and would not necessarily identify all deficiencies in internat control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for
safeguarding securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accomplish such objectives in all material respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company’s practices
and procedures were adequate at December 31, 2006 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, National Association of Securities Dealers, Inc., and other regulatory agencies that rely on Rule
17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than these specified parties.

/r/cuucdé?\% - ‘@‘0/’60

February 27, 2007
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